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THE BEGINNING new year, the out- 

look for agriculture receives added 
emphasis. the 35th Annual Agricultural 
Outlook Conference held the De- 
partment Agriculture November, infor- 
mation was provided economic conditions 
facing agriculture for 1958. This article sum- 
marizes the views that prevailed the Con- 
ference, particularly those aspects the 
current outlook that are associated closely 
with agriculture the Tenth Federal Reserve 
District. 

Considerable emphasis was placed upon 
the uncertainty prevailing the general busi- 
ness situation. With large supplies farm 
products almost assured, the demand situ- 
ation will the crucial factor the outlook 
for agriculture. Three explicit assumptions 
were emphasized regarding domestic and 
world conditions through 1958: (1) domestic 
business conditions would continue strong, 
with substantial change production, 
prices, employment; (2) the international 
situation would not change drastically; and 
(3) major changes would made 
Government programs affecting 1958 farm 
income. the extent that these conditions 
not prevail the new year, the agricul- 
tural outlook will need re-examined 
order assess the positive negative 
effects the change. 

Domestic demand for food expected 
continue strong 1958 even though side- 
wise movement total economic activity 
anticipated. Further increases government 
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expenditures and higher level consumer 
spending are expected offset the probable 
decline business capital expenditures and 
net exports. Disposal surplus commodities 
through export markets anticipated 
difficult maintain 1957 levels. More 
cautious participants the Outlook Confer- 
ence warned that sidewise movement 
economy with growing capacity and in- 
creasing labor force may not provide ade- 
quate opportunities employ all the re- 
sources the Nation and could lead some 
economic contraction. 

Large supplies agricultural products are 
expected prevent farm prices from advanc- 
ing. Agricultural output probably will remain 
high levels and could set new record 
again this year. Thus, prices farm com- 
modities, the average, probably will re- 
main about the previous level. An- 
other expected increase total production ex- 
penses will about offset any rise gross farm 
income. Therefore, farmers’ net realized in- 
come 1958 probably will remain about the 
same 1957, but further decline farm 
population 1958 could bring about some 
increase per farm income. 


General Outlook for Agriculture 


Domestic demand for agricultural 
products has been strong recent years. 
Consumer expenditures for food increased 
about per cent last year. However, not all 
this type expenditure for farm com- 
modities, since purchase many services 
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included. Some leveling off consumer ex- 
penditures for food expected 1958, but 
with population increasing, domestic demand 
for farm products probably will continue near 
1957 levels. 

Exports agricultural products reached 
alltime high $4.7 billion the fiscal year 
ended June 30, 1957. Exports also were 
record level measured physical terms. 
However, countries importing farm products 
from the United States are less favorable 
financial position this year. Thus, the quan- 
tity farm products exported for dollars 
expected decline. The drop exports will 
come mainly cotton, wheat, and rice, 
exports these three commodities reached 
unusually high levels the last fiscal year. 

Many agricultural exports depend upon 
Government export programs based sales 
for foreign currencies, grants, barter, dona- 
tions, and emergency relief. About per cent 
the total value agricultural exports was 
moved under these programs each the 
last years, and the portion expected 
about the same the current fiscal year. 
With continuation the Government export 
program, high level foreign economic 
activity, and expanding world population, the 
level exports farm commodities ex- 
pected about billion, well below the 
1956-57 record but only slightly below the 
second highest level attained 1951-52. 

One the major decisions confronting agri- 
culture America whether bring pro- 
duction more nearly balance with existing 
demand direct efforts toward finding 
markets large enough dispose the in- 
creasing production that prevails under pres- 
ent agricultural technology. Efforts expand 
the total demand for food often are aided 
hampered short-run conditions. For ex- 
ample, drought conditions Australia, Can- 
ada, Central America, and parts South 
America were aid increasing wheat ex- 
ports the past year. 


@Supply Efforts curtail domestic supplies 
agricultural products have been directed 
reducing current production and carryover 
stocks from previous years. The Soil Bank 
probably was the major factor bringing 
about per cent reduction acreage plant- 
the United States since 1955. Yet, despite 
the reduction acreage, total farm 
tion remained near the previous record level. 
The 1957 index crop production and the 
index livestock production remained the 
same 1956. Major reductions occurred 
the output wheat and cotton, but the 
production feed grains increased nearly 
per cent. 

The number crop acres placed the 
acreage reserve 1958 expected 
lower than last year, and favorable weather 
conditions prevail 1958, crop production 
expected higher than 1957. Fall 
seeded crops already are far along toward 
realization increased output this year. 

Total red meat production 1957 was 
lower than 1956, but the increase pro- 
duction poultry and dairy products tended 
hold the output livestock products 
constant level for the 2-year period. The out- 
put red meat expected about the 
same 1958 1957 because expanded 
pork production. The large feed supplies 
available 1958 are encouraging more farm- 
ers feed livestock and, even though num- 
bers all livestock may decline, output 
red meat will remain near last year’s level. 
Production poultry and dairy products 
higher levels this year could create the pos- 
sibility some increase total livestock 
production over 1957. Thus, total supplies 
agricultural products likely could establish 
new record-high levels. 

@Prices Prices received farmers 1957 
averaged about per cent above those 
1956. But the average level prices paid 
farmers increased slightly more than prices re- 
ceived. For 1958, prices received farmers 


are expected average about the same 
1957. Prices paid probably will continue 
increase. so, slight reduction the parity 
ratio 1958 can anticipated. 
@Costs Another increase total farm pro- 
duction expenses likely will occur 1958 
the amount factory-produced items 
used agriculture continues increase. 
Farmers continue use more factory-pro- 
duced items, these resources have increased 
the volume production and efficiency. Re- 
strictions the use land encourage the 
substitution other resources. For example, 
the increase land values makes more 
profitable for farmer utilize fertilizers 
land already owns instead purchasing 
additional land increase his total produc- 
tion. Furthermore, the techniques fertilizer 
use are being improved and becoming better 
understood farmers. Farm machinery con- 
tinues substituted for labor farm 
wage rates increase relative machinery 
costs. Indications are that farm costs will con- 
tinue increase 1958, but the rate in- 
crease will smaller than the previous 
year. Machinery, gasoline, building materials, 
fertilizers, electricity, other manufactured 
goods, and services now constitute about 
per cent the total production expenses 
agriculture. Prices these factory-produced 
items likely will tend level off during 1958, 
but higher level than the end 1957. 
Marketing costs and charges were higher 
1957 than 1956 and probably will con- 
tinue increase 1958, but here again, the 
increase may well below that last year. 
Higher wage rates and freight rates have been 
responsible for major part the increase 
the cost moving agricultural commodities 
the consumer. 
@Farm Income Gross farm income was higher 
1957 than 1956, but higher farm costs 
cancelled most this gain. The estimated 
net income for 1957 was slightly 
above the $12.1 billion received 1956. 
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1958, net realized farm income expected 
about the same 1957. 

Several factors related farm income 
should brought into focus this point 
interpret fully the aggregate farm income 
picture. The number farms and the num- 
ber people farms are continuing de- 
cline. this trend continues 1958, farm 
income per worker and per farm will increase 
aggregate income remains stable. Also, 
was pointed out the Outlook Conference 
that the amount total net income farm 
people from nonfarm sources has been in- 
creasing. study made the Department 
Agriculture indicates that 1956, farm peo- 
ple received about one third their net in- 
come from sources other than agriculture. 
The importance nonfarm income was even 
more striking when comparisons were made 
between incomes farm people medium- 
high-production farms (farms with annual 
sales $2,500 more) and those low- 
production farms (farms with annual sales 
less than $2,500). The million medium- 
high-production farms received average 
about one fourth their total family income 
from off-farm sources 1956. Farms this 
group produced about per cent all farm 
products sold, and the number these farms 
the Nation has been rather stable during 
the past decade. The million low-produc- 
tion farms, the average, received about 
three fourths their total family income from 
off-farm sources 1956 compared one 
half 1946. During the past years, the 
number low-production farms has declined 
about per cent. 

The study points out two important impli- 
cations regarding the low income problem 
agriculture. First, low income people agri- 
culture are supplementing their farm income 
more off-farm employment remain 
farming even though the total income may 
still provide relatively low standard liv- 
ing. Second, the number low-production 
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farms declining. Many these farmers 
probably have found that devoting all their 
labors off-farm employment provides 
larger family income than dividing their la- 
bors between farm and nonfarm employment. 


Crop Outlook 


The carryover wheat July 
1957, was 125 million bushels below the 1,033 
million bushel carryover the beginning 
the previous marketing year. The 1957 wheat 
crop was estimated have been 947 million 
bushels—6 per cent below the 1956 crop and 
per cent below the most recent 10-year 
average. The reduction the wheat crop last 
year was result drought conditions and 
relatively large sign-up wheat acreage 
into the Soil Bank. addition the domestic 
supply, about million bushels feeding 
quality wheat are imported. Total supply 
wheat available for the current marketing 
year 1,863 million bushels, which 176 
million bushels less than that available the 
previous year. 

Domestic disappearance through the cur- 
rent marketing year not expected in- 
crease significantly and exports probably will 
decline about 150 million bushels. Exports 
wheat reached 549 million bushels the 
marketing year ended June 30, 1957, which 
was per cent above the previous record 
set 1948-49. Exports wheat are moved 
largely under Government programs and ex- 
port subsidies. Production wheat some 
importing countries has increased and import 
requirements these countries have declined. 
Supplies wheat the principal exporting 
countries have been reduced but remain near 
record levels. The Foreign Agricultural Ser- 
vice has made preliminary forecast that the 
world breadgrain crop for 1957-58 will 
near record level. Even though United States 
exports wheat may decline, level 400 
million bushels the current marketing year 
would the highest level attained since the 


1951-52 marketing year, excluding the record 
level last year. exports wheat are 
tained near the 400 million bushel level, the 
carryover wheat July 1958, would 
about 870 million bushels—a decline nearly 
million bushels from the level year 
earlier. 

Looking somewhat further into the future, 
continued reduction the carryover 
wheat difficult anticipate view pres- 
ent favorable prospects for the 1958 wheat 
crop. The 1958 acreage reserve program for 
wheat estimated about million acres 
and total seeded acreage wheat for the 
1958 wheat crop probably will near 
million acres. average abandonment would 
occur, about million acres would har- 
vested 1958, which, with average yields, 
would produce about billion bushel crop. 
With little change domestic consumption 
and exports anticipated for the marketing year 
beginning July 1958, the carryover again 
would increase. 

Cash wheat prices during 1957 were rela- 
tively stable and somewhat higher relative 
the support price than previous years. This 
condition might expected continue until 
1958 crop prospects become more firmly es- 
tablished. Prices probably will make some ad- 
justment about midyear the lower support 
price announced for the 1958 crop. 

August 1957, the carryover 
cotton had been reduced more than 
million bales from the 14.5 million bale figure 
for year earlier. This reduction can at- 
tributed primarily the substantial increase 
exports that occurred during the 1956-57 
marketing year. Foreign stocks cotton had 
been reduced sharply the 1955-56 market- 
ing year anticipation lower ex- 
port price, and total exports the year ended 
July 31, 1957, reached 7.6 million bales. The 
1957 crop cotton estimated million 
bales compared 13.2 million bales 
1956. Acreage cotton was down per 
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cent result acreage allotments and the 
Soil Bank program. Unfavorable weather con- 
ditions reduced the national average yield 
cotton 1957 390 pounds per acre, which 
was pounds below the previous year. The 
national average yield continued above 
the recent 10-year average partly because 
increasing portion the cotton crop being 
produced the irrigated areas the south- 
western part the United States. About 
per cent the 1957 crop was produced 
this area the Nation compared 
average per cent the 1935-39 period. 
Disappearance cotton the United 
States during the 1957-58 marketing year 
estimated around million bales, which 
about million bales less than that the 
previous year. Mill consumption and exports 
are expected take about 8.6 and 5.5 million 
bales, respectively. Total disappearance prob- 
ably will exceed 1958 production and lower 
the carryover August 1958, about 8.3 
million bales, which would the smallest 
carryover cotton since August 1953. 
Prices cotton farmers have been close 
the support price all through the period 
since 1952. lower support prices were an- 
nounced, cotton prices moved the lower 
levels. Even though stocks cotton have been 
reduced, prices cotton farmers likely will 
continue their recent relationship the sup- 
port price through 1958. 
Feed grain production increased 
1957 and exceeded total domestic consump- 
tion and exports the previous marketing 
year. Total production feed grains 195 
was about 142 million tons, although som 
and grain sorghum graded low because 
high moisture content. Feed concentrate 
supplies the Nation for the 1957-58 season 
have reached alltime high 217 million 
tons. Domestic consumption may increase this 
year and exports may equal the previous 
year, but the carryover the end the cur- 
marketing year probably will assure 
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adequate feed supplies for the next season 
regardless crop prospects that may develop 
1959. 

addition large supplies feed con- 
centrates, the supply hay for the 1957-58 
season stands new record level 139 
million tons. Pastures through the summer 
and fall 1957 generally were the best 
several years. 

the major feed grains, corn was the only 
crop which had smaller planted acreage 
1957 than the previous year. Even though the 
acreage planted corn was the smallest 
years, the crop estimated the third 
largest record. Production barley, oats, 
and grain sorghum was higher 1957 than 
1956, with the sharpest increase occurring 
grain sorghum. The total supply high 
protein feeds also has increased steadily. The 
supply protein feeds available for the 1957- 
season expected about the same 
for the previous season, which was near 
record levels. 

The rate which feed supplies can re- 
duced over the next few years highly de- 
pendent upon the situation for livestock and 
livestock products. huge supplies feed 
are permitted depress feed prices substan- 
tially, rapid expansion livestock feeding 
might expected, but with the cattle in- 
ventory declining, most the expansion 
would occur hog production until cattle 
numbers reverse their present trend. 

Prices most feed grains declined through 
the summer and fall 1957 the large 
harvest progressed. Also, feed grain prices 
adjusted lower support prices the new 
crop, and there has been little seasonal re- 
covery feed grain prices the begin- 
ning the new year. The 1957 support rate 
for corn produced farmers complying with 
the acreage allotments $1.40 per bushel. 
Since compliance was relatively small the 
Corn Belt last year, the price corn this year 
will influenced large extent the 
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$1.10 support price for corn produced 
farmers not complying with the corn program. 
Through 1958, corn prices probably will 
average somewhat lower than 1957. Prices 
grain sorghum declined the last half 
1957, primarily result the huge grain 
sorghum crop harvested last year and de- 
crease the Government support price 
$1.86 per hundredweight. Prices grain 
sorghum probably will make some increase 
the 1957 crop moves into storage but will 
average lower 1958 than 1957. Prices 
feed grains other than corn and grain sorghum 
will continue related the level 
Government support for these crops. 


Livestock Outlook 


review the livestock outlook given 

ference would lead one expect another 
period expansion livestock production 
the near future consumer demand continues 
remain strong. 
Meat Animals Red meat production 1957 
was curtailed from 1956 levels the decline 
hog numbers and turndown the cattle 
cycle. Total red meat production declined 
about per cent from the 1956 output and 
consumption per person declined from 166 
pounds 1956 159 pounds 1957. Total 
red meat production 1958 expected 
about the same 1957, but with larger 
population the Nation, consumption per 
person expected decline again. Red meat 
consumption per person may not exceed 158 
pounds 1958. 

The 1957 fall pig crop was about per cent 
larger than 1956, and per cent 
increase expected the 1958 spring pig 
crop. Hog production definitely appears 
increasing, and pork consumption per per- 
son this year expected pounds 
compared pounds 1957. Hog prices 
the last half 1958 probably will record 
sharper seasonal decline than 1957. The 


average price slaughter hogs the last half 
1958 expected lower than the 
last half 1957. 

The decline the number cattle the 
Nation which began 1956 probably will 
last another year. Somewhat more time re- 
quired reverse the cattle inventory cycle 
than the hog production cycle because the 
longer production period for cattle. The num- 
ber cattle slaughtered generally continues 
decline for short time even after the in- 
ventory cycle reverses, but low feed prices and 
higher slaughter cattle prices 1958 prob- 
ably will encourage more feeding heavier 
weights and cause beef production 
higher than otherwise would have occurred. 
Also, larger proportion older cattle prob- 
ably will slaughtered 1958 compared 
with 1957. Beef consumption per person 
expected about pounds compared 
pounds the previous year. Prices 
cattle 1958 are expected average high 
higher than 1957. large supply low 
quality feed farms this winter may cause 
farmers delay marketings and sell cattle 
heavy weights. This condition could re- 
sult some price weakness the spring 
this year and larger than usual discounting 
for heavy weights. 

Sheep and lamb numbers have made little 
change recent years. Declines range 
flocks have just about been offset the in- 
creases farm flocks. Prices sheep and 
lambs during 1958 are expected remain 
about the same level 1957. 

Production milk 1957 increased 
1.3 billion pounds over the 1956 level 
reach record level about 127 billion 
pounds. Milk prices generally were steady 
slightly higher 1957 than 1956. 
result, cash receipts from the sale milk were 
record level 1957. The number 
milk cows the Nation has been declining, 
but production per cow has increased such 
extent that total production continues 


4 
7 


grow. Total output 1958 probably will ex- 
ceed the 1957 output billion pounds. 
Prices received farmers for dairy products 
1958 are expected remain near the levels 
1957. Lower support prices announced 
since the November conference may cause 
the level prices slightly lower. 

The increase population this year prob- 
ably will absorb the expected increase milk 
production per capita consumption milk 
unchanged. The Government price support 
for dairy products absorbs the surplus over 
consumption the extent about billion 
pounds. Disposition dairy products pur- 
chased under the support program con- 
tinuing. Stocks butter have increased while 
stocks cheese and dry milk are about the 
same the previous year. Stocks all three 
items are well below the peak levels 
years ago. 
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@Poultry Cautious optimism was used 
describe the outlook for poultry for 1958. The 
optimism applied the outlook for eggs and 
turkeys, but the broiler situation will remain 
nearly the same last year. The number 
hens and pullets was per cent smaller 
1957 than the previous year, and egg produc- 
tion declined about the same. Prices eggs 
increased substantially through 1957. The 
farm price eggs the first half 1958 
expected average above the price the 
first half 1957. Some increase the size 
the laying flock likely the last half 
1958 with subsequent increase egg pro- 
duction. The average price eggs the 
last half 1958 expected about the 
same the last half 1957. Production 
turkeys will smaller 1958 than 1957, 
whereas broiler production probably will 
about per cent larger than the previous year. 
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ITH THE YEARS END just past, 1957 

bids fair establish record near- 
record level over-all economic performance. 
The dollar value gross national product 
rose continuously throughout the first three 
quarters and was peak level during the 
third quarter. While price advances con- 
tinued inflate dollar measures, the physical 
volume output held the high plateau 
attained during the final quarter 1956. 
Thus, the annual rate real output goods 
and services during the first three quarters 
was slightly above the 1956 level and the 
dollar rate was about per cent. 
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More recently, however, all has not been 
going well. Business sentiment began 
deteriorate rapidly during early autumn. 
While many reasons for the shift may 
cited, the prospect reduced business in- 
vestment, the decline orders for durable 
goods, and the lack sharp rise activity 
early the fourth quarter weighed strongly. 
These developments have been reflected 
economic forecasts, business press com- 
ments, and the securities market. 

Significantly, the broadest monthly indi- 
cators are tune with current business 
opinion. Personal income and retail sales are 
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down somewhat from their summer peaks— 
although recent levels continue well above 
those year ago—and nonfarm employ- 
ment dropped below its year-earlier figure 
November. contrast, these series con- 
tinued strong during earlier periods cau- 
tion the past years. 

Within the framework high over-all ac- 
tivity, significant changes occurred major 
markets during the year. The volume ser- 
vices continued advance. Service expendi- 
tures consumers for housing, household 
operation, medical care, and education re- 
mained strong and service prices maintained 
their upward course. Government outlays for 
services—wages and salaries employees for 
the most part—also continued expand dur- 
ing the greater part the year, paralleling 
the upward trend employment. 

the construction industry, second only 
manufacturing producer goods, the 
dollar total construction put place was 
adjusted basis. physical terms, output held 
fairly steady over the year. Outlays for public 
construction mounted further the require- 
ments for schools, highways, and local im- 
provements continued show the strength 
which has characterized that sector de- 
mand over the last several years. Private con- 
struction activity turned upward the late 
summer, after remaining stable during the 
early part 1957. Residential building, which 
strength after 
midyear, provided the increase activity, 
while private nonresidential construction con- 
tinued steady level above that 1956. 

Total manufacturing output was main- 
tained relatively well during most the year, 
declining only per cent from the Decem- 
ber 1956 peak during the first three quarters. 
More recently, further declines have occurred, 
primarily because reduced activity hard 
goods. addition, output nondurable 
goods fell slightly from its record September 


rate. The high levels activity soft goods 
during most the year reflected the striking 
stability production for personal consump- 
tion, primarily food and apparel, and some- 
what increased production several indus- 
trial materials. 


The Readjustment Durables 


While nondurable goods output was fairly 

well maintained into the autumn, 
tion hard goods November was about 
per cent less than the December 1956 peak. 
The reduction reflected major readjustments 
demand during the year, including the 
change more cautious inventory policy, 
the leveling business capital spending, and 
the cutbacks military outlays. the 
same time, consumer demand for durable 
goods held near the level prevailing late 
1956, while residential building was 
lower rate. 
Inventory During 1957, inventory ac- 
cumulation was modest rate business 
shifted more conservative policy. The 
book value total business inventories 
reached peak August and September, 
marking increase $2.2 billion during the 
first months, after seasonal adjustment, com- 
pared with $5.2 billion the corresponding 
period 1956. the previous year, the 
increase was centered manufacturing—es- 
pecially primary metals, transportation 
equipment, and machinery. Actual physical 
accumulation has been small because higher 
prices contributed the value inventory 
acquisitions. More recently, reduced purchases 
resulted drop the value total busi- 
ness inventories. This marked the first decline 
nearly years, the last drop having 
curred December 1954. 

While durable goods manufacturers were 
the important source increase 1957, the 
moderate degree over-all inventory growth 
compared with 1956 resulted from the re- 
duced rate accumulation producers’ 
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durable goods and transportation equipment 
industries. the machinery industry, the 
rise 1957 through October was only about 
$200 million value, seasonally adjusted 
compared with more than $1.5 billion the 
same months Similarly, transpor- 
tation equipment, the increase during the 
first months 1957 was less than half 
that 1956. 

large extent, the easing factory pro- 
duction reflected the reduced volume goods 
flowing into inventory. The effect several 
industries producing industrial materials was 
substantial. Steel shipments metal-con- 
suming industries declined markedly during 
the year. Yet, activity the metal-fabricat- 
ing industries, which include machinery, 
transportation equipment, 
metal products, remained well above 1956 
rates through August. These fabricating in- 
dustries consume about four fifths do- 
mestic steel supplies and their high rate 
production relation the substantial de- 
cline steel production and shipments sug- 
gests that they liquidated large stocks steel. 

Producers nonferrous metals experienced 

similar situation. Total consumption was 
well maintained fabricators drew down 
their inventories and reduced purchases from 
nonferrous metal producers. Since domestic 
production, well imports, nonferrous 
metals remained high, refiners’ stocks 
aluminum, copper, and zinc increased further 
during the year. 
Business Capital Spending The leveling 
business capital outlays also had direct im- 
pact the downward adjustment durable 
goods production. Dollar outlays for plant 
and equipment leveled off during 1957, fol- 
lowing increase more than per cent 
from early 1955. Since construction costs and 
machinery and equipment prices continued 
rise, the physical volume capital invest- 
ment fell somewhat from its peak late 1956 
and early 1957. 
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With capital expansion demands easing, 
producers’ sales industrial, commercial, 
construction, and mining machinery slackened 
during recent months. addition, the flow 
new orders has fallen short sales since 
the beginning 1957 and, consequence, 
the backlog unfilled orders has declined. 
Industrial machinery producers, particularly 
machine tools, have experienced the 
est reductions order backlogs. the other 
hand, shipments producers generating 
and transmission equipment have been 
record levels and order backlogs rose further 
during the first half 1957, reflecting the 
large expansion programs electric utilities. 

sales and orders several branches 

the machinery industry declined, production 
was reduced. For the industry whole, out- 
put fell per cent from its peak Decem- 
ber through November 1957. 
Defense Spending The impact reduced 
military spending occurred after midyear. 
During the first half 1957, Federal Govern- 
ment spending for national defense increased 
substantially. Thereafter, however, expendi- 
tures dropped off somewhat the Defense 
Department moved conform with the esti- 
mate expenditures for fiscal year 1958. The 
aircraft industry incurred the primary impact 
the reduction some military aircraft 
programs were cut back and others stretched 
out. result, employment and production 
several major aircraft centers have under- 
gone significant readjustment. 

Nationally, the production impact the 
cutback aircraft activity apparent the 
output transportation equipment other than 
motor vehicles. From the very high rate 
reached the spring, output fell more than 
per cent November. the same time, 
production other types nonautomotive 
transportation cars, civil- 
ian aircraft, and ships—remained strong. 

Durables Meanwhile, production 
durable goods for consumers provided 


little offset the major declines business 
and government demand for durables. Con- 
sumer durable goods output reached peak 
1955 and then declined sharply 1956 
point one fifth below its earlier high. 
Through when production was 
about per cent less than the 1955 
output 1957 averaged about the same 
the comparable period the previous year. 
sharp increase automobile output late 
1956 and early 1957, when the new models 
were introduced, contributed the high vol- 
ume durable goods production that time. 
Subsequently, dealers’ inventories rose 
extreme heights, auto assemblies were re- 
duced. For 1957 whole, however, auto 
production may have been ahead 1956 
about per cent. 

Output major household durable goods 
declined from the autumn 1956 through 
the first few months 1957, reflecting 
sharp cut television production and re- 
duced production appliances. The curtail- 
ment followed period marked inventory 
accumulation, particularly manufacturers 
and wholesale distributors. While output 
major household durable goods increased after 
April, production through the autumn was 
less 1957 than the previous year. 

Consumer spending for durable goods dur- 
ing the first three quarters 1957 continued 
the $35 billion annual rate the final 
quarter 1956. Auto unit sales, following 
good model cleanup, probably equaled 
even slightly exceeded the number sold dur- 
ing 1956. Outlays for autos will show in- 
crease, reflecting considerably higher average 
prices. Purchases other durables were near 
the rate which has prevailed since early 
1956 spending for furniture and house- 
hold appliances, the most important items 
the category, was unchanged. Since prices 
many household durables increased, however, 
physical volume probably declined. 
@Residential Building Weakness residen- 


tial building also contributed the down- 
ward trend durable goods output. Resi- 
dential building, measured seasonally 
adjusted housing starts, declined irregularly 
from its peak late 1954 through the early 
months 1957. The volume starts Janu- 
ary 1957 fell below annual rate million 
for the first time years. Since early spring, 
residential demand has firmed and housing 
starts have drifted upward. However, total 
less than million units for the year sug- 
gested the number starts during the 
first months. 

Factory production construction mater- 
ials reflected the lower rate home build- 
ing. Output fell from record rates during the 
latter part 1956, leveled off during the early 
months 1957, and subsequently showed 
some improvement. Declines were particular- 
large for several materials, such hard- 
wood flooring and doors, insulating board, 
warm air furnaces, and bathtubs. the same 
time, however, output some other ma- 
terials, including fabricated structural steel, 
concrete reinforcing bars, and softwood ply- 
wood increased. 


Easing Pressures Resources 


With total real demand only slightly 
from 1956 and with durable goods industries 
undergoing readjustment, the pressure re- 
sources arising from growth demand eased 
1957. the same time, the labor force 
continued grow and industrial capacity 
was increased markedly. Thus, 1957 brought 
end the period extending through most 
the previous years when expansion was 
widespread, human and industrial resources 
were strained, and upward pressures prices 
were rampant. 

Force Nonfarm employment, season- 
ally adjusted, continued rise during the 
first half the year but declined after Au- 
gust and November was slightly lower 
than year earlier. Manufacturing employ- 
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ment, reflecting primarily declines dur- 
able goods production, was about 620,000 
under the November 1956 level. The length 
the average workweek also was more than 
one hour shorter. Employment nonmanu- 
facturing activities exceeded that Novem- 
ber 1956 about 370,000, but the level after 
midyear tended downward. State and local 
government, service, and trade activities pro- 
vided most the increase during the year. 

The slower growth employment during 
1957 was reflected less stringent labor 
market. The trend unemployment was up- 
ward throughout the year. November 1957, 
the number unemployed reached 3.2 million, 
which represented increase approximate- 
one half million over the year. The No- 
vember unemployment rate, seasonally ad- 
justed, was 5.1 per cent the civilian labor 
force. 

Labor force participation rates—the propor- 
tion the population years and over 
the labor force—also eased from those 1956. 
November, the rate was 57.5 per cent, com- 
pared with 58.1 per cent November 1956. 
among men, with sharp reductions occur- 
ring among those under and over 
years age. Among women, the rate 
labor force participation during 1957 was 
about the same year earlier. Slightly more 
than per cent were the labor force 
November. The stability labor force par- 
ticipation women during 1957 con- 
trast with the sharp uptrend between 1953 
and 1956, when the rate advanced 2.5 
percentage points. The number women 
the labor force during the autumn, however, 
was record levels. 

These changes the labor force rates 
among the more marginal groups—teenagers, 
women, and older men—were related the 
small increase the size the labor force 
1957. During recent months, the labor force 
was not significantly larger than the cor- 
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responding months 1956 comparison 
with substantial gains 1955 and 1956. The 
extraordinary expansion the nonfarm labor 
force those years, however, taxed human 
resources, witnessed the fact that over- 
all participation rates 1956 pushed 
toward World War levels. Furthermore, 
the strong demand for labor probably in- 
duced some persons enter the labor force 
earlier than usual, thereby reducing the num- 
ber potential entrants 1957. 

@industrial Capacity Pressure industrial 
capacity also was eased 1957. The record 
volume business spending for plant and 
equipment enlarged the Nation’s industrial 
plant significantly. During 1957, for example, 
although about half business fixed capital 
spending continued for replacement 
and modernization, additions capacity were 
substantial. Generating capacity electric 
utilities estimated have increased about 
per cent and, among producers major 
industrial materials, estimates capacity in- 
creases range from per cent for primary 
aluminum per cent for synthetic rub- 
ber. 

Such expansion, coupled with the recent 
easing aggregate demand, has produced 
widening the margins unused capacity. 
For exemple, while consumption industrial 
materials was fairly well maintained 1957, 
involved many cases—particularly 
metals—drawing down purchased material in- 
ventories accumulated 1955 and 1956. Out- 
put industrial materials, consequence, 
fell from the peak levels 1956 and early 
1957. These developments are traced clearly 
that group industries producing major in- 
dustrial materials, such steel, aluminum, 
copper, cement, cotton yarn, paper, petroleum 
products, and selected industrial chemicals. 
They increased their capacity more than 
per cent during 1957, marking total gain 
about per cent since the beginning 1955. 
Meanwhile, output these industries de- 


clined per cent from January through No- 
vember 1957. 

the steel industry itself, production de- 
clined substantially during the second quar- 
ter, following long period near-capacity 
operations. the beginning 1957, mill 
operations were around per cent the 
rated capacity 133% million tons. early 
December, the rate fell per cent 
capacity and production was nearly per 
cent lower than the year-earlier level. the 
same time, continued capital expansion 
boosted indicated capacity the industry 
141 million tons January 1958. 

Thus, 1957, easing the demand for 

manufactured goods; additions and improve- 
ments industrial capacity, which permitted 
more efficient operations; and reduced pres- 
sure the labor force resulted the first 
improvement industrial productivity since 
1955. consequence largely the less 
urgent demands and increased output per 
manhour upward pressures prices were 
relaxed. 
@Prices Industrial prices leveled off early 
the year, after increasing steadily since 
mid-1955. During the year, increased prices 
were recorded for several major industrial 
commodity groups, including machinery and 
motive products, nonmetallic structural ma- 
terials, pulp and paper products, and chemi- 
cals. Meanwhile, prices fell for about 
equal number other groups. During recent 
months, the number industrial commodity 
groups recording higher prices has been 
limited. Other wholesale 
ucts and processed foods—have moved 
higher levels since early 1957. 

Consumer prices continued increase dur- 
ing 1957, but showed some tendency level 
off after midyear. The average price all 
consumer items was unchanged between Sep- 
tember and October, which marked the first 
month since August 1956 that prices did not 
advance. During the year ended October 
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1957, the price index all consumer items 
rose nearly per cent, with prices services 
and food showing the largest gains. For non- 
food commodities, the increase was small, 
with prices nondurable goods more than 
those durables. 


Factors the Outlook 


With business losing its upward momen- 
tum during 1957, economic trends which cur- 
rently can seen anticipated assume 
added significance; yet, many them have 
become more difficult discern. case 
point, although abundantly clear that 
the Federal Government will abandon its 
effort reduce total defense outlays, the 
magnitude defense expansion, well 
its timing, somewhat obscure. The Depart- 
ment Defense already has been granted 
authority exceed the $38 billion provided 
the budget for fiscal year 1958. Beyond 
this, however, many basic decisions the 
military program—as well over-all ex- 
penditure and taxation policies—will not 
resolved until after Congress reconvenes. 
does seem likely, however, that defense spend- 
ing will expanding factor 1958. 

Meanwhile, the current defense program 
will continue provide relatively high de- 
mand for manufactured goods. The extent and 
nature that demand should soon made 
known industry the form substan- 
tial increase new orders, now that basic 
decisions military programs are being 
made. 

State and local government expenditures, 
following the pattern steady growth dur- 
ing the postwar period, are expected rise 
fact, nearly billion increase state 
and local construction projects alone—largely 
highways and schools—has been forecast 
Departments Commerce and La- 

The rate residential building probably 
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will increase also and produce total more 
than million new private dwelling units 
1958, according the two Government agen- 
cies. Some easing mortgage credit, result- 
ing from increased savings the types used 
for mortgages and decline business capi- 
tal expansion demands, was viewed pri- 
mary support for the home building gain. 

The three other major components pri- 
vate investment, however, will probably 
weaken during 1958. for business capital 
spending, the leveling outlays 1957 and 
the prospect decline 1958 have been 
part general economic intelligence for some 
time. Business spending for plant and equip- 
ment expected decline per cent from 
1957 during the year, according the survey 
taken late September and October the 
McGraw-Hill Publishing Company. The pro- 
jected declines were centered manufac- 
turing and were attributed primarily de- 
creased operating rates. 

More recently, the prospect declining 
plant and equipment outlays was confirmed 
the autumn survey conducted jointly 
the Department Commerce and the 
Securities and Exchange Commission. 
per cent decline indicated outlays dur- 
ing the initial quarter 1958 from the quar- 
terly average and the fourth quarter rate 
1957. The anticipated first quarter 1958 rate 
still would somewhat higher than the 1956 
average. Outlays are scheduled down 
from fourth quarter rates all business 
groups, although the change small min- 
ing, commercial companies, and public utili- 
ties. Among manufacturing industries, primary 
metal, nonautomotive transportation equip- 
ment, petroleum, textile, and paper firms plan 
larger-than-usual declines from the fourth 
quarter 1957. Auto producers are continu- 
ing cut outlays substantially. the other 
hand, machinery, chemicals, and food pro- 
ducers scheduled reductions about line 
with seasonal movements. 


the Economic Rule 


Business spending for inventory also ex- 
pected reduced manufacturers con- 
tinue draw down stocks. Declining sales 
and new orders and currently high inventory- 
sales ratios, particularly durable goods in- 
dustries, indicate further readjustments 
stocks. However, retail inventories (other than 
new automobiles) are near minimum levels 
relation sales. Stocks have increased 
very little during the last years, even with 
rising prices, while sales advanced rather 
steadily through the summer 

the same time, net foreign investment 
likely continue decline from the first 
quarter 1957 high. Exports merchan- 
dise have been falling since early 1957 
economic activity abroad leveled off and 
number countries incurred large trade de- 
ficits. 

Inasmuch the sum these demands will 
not strongly expansive and may even de- 


cline, personal consumption holds impor 
tant key economic activity the 
ate future. Consumer spending, especially for 
nondurable goods and services, was 
portant expansive force 1957, 
other major demands leveled off 
During recent months, however, retail 
fell from their summer peaks. While 
consumption related over-all levels 
employment and income, may exert 
dependent influence its own. During the 
two postwar recessions, consumer 
tures real terms for services and for goods 
—both nondurable and durable—did not 
cline either 1949 1954. important 
degree, that strength limited the length the 
recessions. this point, since per capita 
consumption has not increased since early 
1956, upward shift consumer spending 
relative income may again serve 
tain over-all activity. 


BANKING THE TENTH DISTRICT 


Deposits 


Reserve Reserve 


City Country City Country 
Member Member Member Member 
District Banks Banks Banks 


and 


States November 1957 Percentage Change From 


Tenth Dist. 
Colorado 
Kansas 
Missouri* 

Nebraska 

New Mexico* 


Oklahoma* 
Wyoming 


*Tenth District portion only. 
tLess than 0.5 per cent. 


reserve cities this state. 


PRICE INDEXES, UNITED STATES 


Consumer Price Index 
Wholesale Price Index 
Prices Paid Farmers 


Revised. 


TENTH DISTRICT BUSINESS INDICATORS 


Value Value *Value 
Check Department Residentia 
Payments Store Sales Building 
and Principal 
Metropolitan Percentage change—1957 from 1956 


Areas 


Year 
date 


Tenth 
Denver 
Wichita 
Kansas City 
Omaha 
Okla. City 


Tulse 


Year 
date 


*City only. 


118.0 

Oct. Oct. Oct. Nov. fey Tas 


